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Dear Ms. Salas:

Transmitted herewith on behalf of the Beehive Telephone
Companies ("Beehive") are an original and four copies of its
comments with respect to the above-referenced matter. These
comments will supercede the comments Beehive filed on January 20,
1998. The earlier comments should be disregarded.

Should any questions arise with regard to this matter, please
communicate directly with the undersigned.

Russell D. Lukas

cc: Sheryl Todd
International Transcription Service, Inc.
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ORIGINAL
BEFORE THE FEDERAL COMMUNICATIONS COMMISS'.]jtRJ'i

WASHINGTON I D. C:. .,r'F",i:

In the matter of telephone
High Cost Funds .... CC Docket No. 96-45

COMMENTS FROM THE BEEHIVE TELEPHONE (?OMPANIES •••

> The Beehive companies consist of two Corporations. Both
owned by their t"ounder A. W. Brothers, 67 (author of these
comments) who since 1966, has provided first time ever telephone
service to 10 remote vi 1.1 ages .in Utah. My Nevada Corporation has
estab.Iished 3 exchanges providing phones to simil.ar remote areas of
Nevada. On average I as funds and t:.ilI1E~ to construct has been
obtained, growth has enabled adding one new exchange every t~:;o

years. This vast unserved area was passed ov","?r by Ma Bell as being
unprofitab1.e. Those rural folk di.d not have enough political c].out:
or money to get phones. However, by work.ing cheap and Ultimately
participating in REA financ-ing and "cost pooJ.ing" - I've made do.

» Each mont.h, over the past 20 years, T've authored an
opinion editorial appearing on the last page of the industry
magazine uAmericas Network". It and numerous newspaper art.ic:1~9s

and TV has chronicled my battles w.i th those 1'lho would stand in the
w'ay of telecommunications for rural folk who ... even today - did not
have any phones -- .let alone a choicE:?

»> I am told by the pUb.lishers that their 55,000 telephone
professiona1.s consistently rate my stories as the single most
popUlar .i tem they n3ad. 'These comments are therefore submi tted to
the Commission as a compi1.at.ion of concLusi.ons from someone Ivho has
- as they say - BEEN THERE AND DONE 'l'HA'l' .. "

>~~» STATISTICS.: Beeh,i.v"e I' s 14 (~erltra"J ().ff_ice locatiol1S are "in.
rura.I parts of 11 Counties - 9 have paved roads, 4 have dirt roads
and one has no road (water accessible only). Three do not have
commercial. power. We provide phones (and data including comprf~ssed

video) to 7 schoo1.s. Residence dwellings with phones number 600.
Business Lines number 200 . .I've constructl"Jd over 600 route miJE?s of
long distance facilities just to '1-et_1;;.Q the center of those 14
villages. We pay power bills at 27 electric meters from 6 power
companies, and use solar for 5 more. It takes more than a mil.e of
line to get the local loops to each customer from their associated
central switching center. The nearest 7-11 is from one to three
hou.rs distant . From the Partoun exchange near the West Desert High
School (where 12 year old kids drive themselves up to 58 mile round
~rip) the closest gas station is one hour over dirt roads.

Over time, winds across the great desert of western Utah ­
salt coats insulator ability to multiplex telephone trunks over
open wire lines. Thus, most of our lines are now underground and
be.ing upgraded to L.iber as finances permit. A service caLl can
resul t in 300 mLles of travel,f mostly over dirt roads.
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MQN1lX_..=_. SETTLEMENTS _.= DISCUSSI..9l1

.1.. Our rates are $.16 for .bus.iness and $11. 67 .for residence.
Belore divestiture our residence charge was $14.50. hie were one o.f
the halt dozen American teicos who were harmed by elimination at
toll settlement called "Schedule C on costs", after that method of
settlement was eliminated by Commission Order. It was agreed by
NE'CA and the CC Bureau that Beehive would convert to fuLl cost ­
but retain "direct i3~signment" of our toll costs. This was .in
recognition o.f the unique status of Beehive"svery large expensive
to maintain (on a per subscriber basis) toll network. It is my
understanding that the new hands at NECli nm1 wish to invalidate
that commitment. Perhaps because, to my knOWledge, Beehive is the
on.ly cOlnpany .in Amer.ica whicb uses this variant .from traditional
separation of plant to account for the toll function .

.2. IJ.SF: The industry has been c1ever. Instead of one
national pool, many smaller 1ess obv.ious poo.Is were created. 'The
Utah state pool requ.ired us to lower our local service up to
$3.00jmonth (with annual revisions) so we cou1d receive that USF
sUbsidy,tinanced by a half cent per minute tax on all state tol.l.
That provided Beehive a subsidy of $97 per month per.subscriber.
We converted to "access" for terminating state to11. Due to U.S.
West I s complex calculation requ.irements, it was cheaper to just
revert to a bill and keep situation which continues to this day.

3. To permit stated nati.ona.l CJoa1s of unfettered competit.ion,
Beehive bel.i.eved that eventuaLly aLl pooling and U8F might be
disallowed. It appeared reasonabl.e that we create a plan for
continued existence wi thout sUbsi.dy. We devised a system that
would continue the Congressional and FCC mandate that Beehive's
customers pay similar rates for 10ca1 and 10ng distance as others
.in America. 'this resu1 ted in a PCC access tarLff (.based on (mr
revenue requirement) rate which would keep rural high cost
compani.es l.ike mine [rom going broke. This wou1d meet the
objective of standing on our own - and remove us [rom the pUblic
sUbs.idy trough, or pools.

4. Our SUbsequent tarift' of $.47 per minute for the 80,000
monthly interstate minutes resulted in IXC questions. Most paid.
Some clever IXC"'s reprogrammed their switches to hlock orre-route
BeehLve's traffic to other carr-Jers.

5. In order to .IowE-)r our revenue~ requirement per minute,
Beehive set out to stimu1ate addi tiona] m.inutes. ie: a) expand the
j.nnovative use ai' our b.lock of 800-629 numbers; and b) stimulate
traffic for joint conference capabiLity. One method ot the latter
.is called "chat lines". By late 1994, I realized our m.lnutE!
sti.Inu1ation was successfu1. Incoming traffic fl/as increasing by an
order of magni tude. Existing routes and swi tch.ing t·acili ties vlere
swamped.. To handle the traffic, Beehive .leased switching
faci1ities. We needed to revise our rates. FCC procedures for
this were not conducive for Beehive's situation.
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6. Under the auspices ot Federal Courts, we established the
precedent of negotiated rate reductions approved by the CC Bureau.
MeT and Sprint concurred. AT&'I' ret"used. AT&T chose a selt help
tactic ot" not paying its bil,ls (~vhich represents half ot" our
income). This put Beehive in a seriDus tinancia.I situation which
haunts us to this day. (See f.i,le No. 95-CV-0171W, U.S. District
Court, Central Div,ision for Utah - Beeh:ive v. A1.'&1.' - settlement
arb.L trated - decision pendi.ng; also FCCPUe No E-97-04, AT&T v.
Beeh.ive; and CC Docket 97--237)

7. On July 1,1995, the CC Bureau al.lowed new Beehive access
rates wherein the premium rate was lowered from $.47 to $.13 per
minute. AT&T adopted bl.ock.ing cal.ls into Beeh.ive by not providing
enough trunks plus selectivE: grading of inbound taU, to fast bUsy
and decided to not pay its biLls.

8. The BOC's did not like Beehive's 800 number stimulation
concept. Bellcare's BOC directors ordered it to take back all our
assigned numbers. We sued- see U.S. District Court for Utah ci "'.1.1
No. 2:96 CV 0188C. As far as our ultimate business plan is
concerned, the BOC' s were success.ful. The majority block of
numbers are frozen by the Court. One enterprise that looked to
Beehive tor seven thousand numbers has gone out of business.

9. Our roller coaster stimulation of business and resulting
minutes aLlowed us to .lower our rates again in tarif.t .fLl ings
effective in mid 1996, and again in mid 1997. Our legal fees
remain high. .A'P&T t lat-out re.fuses to negot.iate.

;Phis filing is .to rebut the Commission's objective to require
75% at universal service (hi.gh costl.JJ.zndfLbe paid-.l2Y-the state.§..

10. This attempt to def.ine we_Ifare does two bad things.
First~ it is anti-competitive, over and above the traditional
regulatory audi t oversight and sett.ing a. reasonable rate of return.
The uti.1i ty or business offering conference services such as chat
lines or 800 access must compete with all other companies as the
one with the least costs wiLL get the profits v. those who don't.
Second it locks rural service providers into a government def.ined
and expensive NECA administered layer of costs, with no al1.owance
to be innovative. It would appear more reasonable for the
Commission to adopt a multiple choice method of achieving certain
uniform service goals for rural high cost service areas.

10. Thus, as a direct respo nse to this Docket, WhX should, an
prbitrary percentage. be.~1.ied? Why can not the ratio be the
actua.1 division of minutes wi thin t.he effected company? It any
subsidy is paid - the ratio would be developed by total minutes of
interstate v. intrastate -+- local. Then round tCJtals to the near(~st

whole number. Mandate that the states would be required to accept
those .fiqures.
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11. Over 95% of our traffic is from interstate toll. Is it
fair to expect 75% of Beehive's interstate toll costs be paid for
by the state? Beehive doesn't tit any known LEC model for costs
and rati.o of' traffic. Yet, this is part of where the Commission is
com.ing tram by its deci.sion .in a re1ated case CC. Docket__No_97-:2.;J]
dated 1-6-98.

22. By that decision Beehive's leasing of swi tching equipment
was rejected. Yet, for purposes of rate c:ompLiance Beehive's two
year study agreed wi th thos(';) of A'l'&T. Where we were wrong \\fas
usi.ng only one year to base rates. As a resul t of being taken to
the woodshed, we amended the taritt and refunded aLl amounts ~.,i thin
two weeks of notice by the Commissl()n. Part of our problems are
that the Comm_lssion has not had facts and is deaLing with some
weird statistics which .lead to Itfrong assumptions.

13. Beehive is unique and not. comparab.le to any other.
companies: Beehive has 800 customers. Fi.fty five other companies
have 800 customers. The Bureau sa.Ld our costs shOUld not be
different. Yea. Sure. And if costs are not the same - just
disaLlow the different costs. My ana1.ysis of 55 typical NECA
reports show companies wi. th 800 customers have only one or two
exchanges. Not 14 Like Beehive. The average doesn' t have mill.ions
of minutes like we, nor is their ratio of directly assigned costs
over 95% like Beehive.

14. Consider that the .latest uHatfield" mode.l of stand a.lcme
switch costs are $560,000 per swi.tch. Not counting the additive
for line costs, if this figure is multiplied by our 14 offices, the
industry acceptable.investment by Beehive for this .function wouJd
be ,$7,840,000. At a 25% annual cost, an acceptable revenue
requirement would be an ulld.i.sputed $1,960,000. That's double w.hat
we use! In short, no consi.deration was given to how we achieved
l.ower access charges by poportiona1 increases in costs of serv.iCE?
Are we to be punished for bEdnq innovative?

15. .IL we are to have mandated costs and standard.izt~d

operations with artificial. separation o[ state v. interstate, we
wi]l be .torced to go back on the state UHF (whic]] we have not drawn
on si.nce early 1995) Over the years, our average rate of return
has been 11%. However, using .2996 figures,. when state v.
interstate is separated we underearned $750,000 on the state site,
and overearned by $750,000 on the interstate side of the .ledger.
Thus, the Commi.ssion eftort to drive down interstate costs is
clearly a taki.ng. And poses a problem for Beehi. ve. Such is the
dramatic and disruptive effect well intended rules will achieve.
Beehive respectfu.lly urges the Commission reconsider the entire
matter of arbi. trary separat.ion of inter/intra state Itznctions. Or

is .the F.C!C sWit.Ching us down the same ~rackas was last seen
Western Union?

RespectfuLly submitted this 20th day a Januar,. 1997 -c-
A. W. Brothers, President, the Beehive 'relephone Companies
2000E,' Sunset,. Lakepoint, Ut. 84074. fax 801 250 4420.


